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INDEPENDENT AUDITOR’S REPORT

September 23, 2013

To the Board of Trustees
Louisiana State Employees’ Retirement System
Baton Rouge, Louisiana

We have audited the accompanying financial statements of the Lousiana State Employees’
Retirement System, a component unit of the State of Lousiana, as of and for the years ended
June 30, 2013 and 2012, and the related notes to the financial statements, which collectively
compnise the Louisiana State Employees’ Retirement System’s basic financial statements as
listed in the table of contents

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America, this
includes the design, implementation, and maintenance of nternal control relevant to the
preparation and fair presentation of financial statements that are free from matenal misstatement,
whether due to fraud or error

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the nsks of matenal misstatement of the financial statements, whether due to fraud or
error In making those nisk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained 1s sufficient and appropniate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all matenial respects, the
respective financial position of the Louisiana State Employees’™ Retirement System, as of June 30, 2013,
and 2012 and the respective changes in financial position for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and other required supplementary information, as listed in the table of contents,
be presented to supplement the basic financial statements Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collecively comprise the Louisiana State Employees’ Retirement System’s basic financial statements.
The supporting schedules, as listed in the table of contents, are presented for purposes of additional
analysis and are not a required part of the basic financial statements



The supporting schedules are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the supplementary schedules are fairly stated, in all material
respects, in relation to the basic financial statements as a whole

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also 1ssued our report dated
September 23, 2013 on our consideration of the Louisiana State Employees’ Retirement System's
internal control over financial reporting and on our tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report 1s to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance That report 1s an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Louisiana State Employees’
Retirement System’s internal control over financial reporting and compliance

Duplantier, Frapmann, Hogan & Mahker, LLP
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

September 23, 2013

To the Board of Trustees
Louwsiana State Employees’ Retirement System
Baton Rouge, Louisiana

We have audited. in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Audiing Standards 1ssued by the Comptroller General of the United States, the financial
statements of the Louisiana State Employees™ Retirement System, as of and for the year ended
June 30, 2013, and the related notes to the financial statements, which collectively comprise the
Louisiana State Employees™ Retirement System’s basic financial statements, and have 1ssued our
report thereon dated September 23, 2013

Internal Control Over Financial Reporting

In planming and performing our audit of the financial statements, we considered the Louisiana
State Employees” Retirement System’s internal control over financial reporting to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effecuveness of the Louisiana State Employees’ Retirement System's internal control
Accordingly, we do not express an opinion on the effectiveness of the Louisiana State
Employees’ Retirement System’s internal control

A defictency n internal control exists when the design or operation of a control does not allow
management or employees. in the normal course of performing their assigned functions, to
prevent. or detect and correct, misstatements on a timely basis A material weakness is a
deficiency. or a combination of deficiencies, in internal control, such that there 1s a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented.
or detected and corrected on a timely basis A significant deficiency 1s a deficiency, or a
combination of deficiencies. in internal control that 1s less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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Our consideration of internal control over financial reporting for the limited purpose described 1n
the first paragraph of this section and was not designed to 1dentfy all deficiencies in internal
control that might be material weaknesses or significant deficiencies. Given these limitations,
during our audit we did not 1dentify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Louisiana State Employees’
Retirement System's financial statements are free from material misstatement, we performed
tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and materal effect on the
determination of financial statement amounts. However, providing an opinion on complance
with those provisions was not an objective of our audit, and accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncomplhance or other matters that
are required to be reported under Government Auditing Standards

Purpose of this Report

The purpose of this report 1s solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
Louisiana State Employees’ Retirement System’s internal control or on comphance This report
is an integral part of an audit performed 1n accordance with Government Auditing Standards in
considering Louisiana State Employees’ Retirement System's internal control and compliance.
Accordingly, this communication 1s not suitable for any other purpose.

Duplaatier, Frapmann, Jegan & Maher, LLP
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Management’s Discussion and Analysis

The following 1s management’s discussion and analysis of the financial performance of the Louisiana
State Employees’ Retirement System (LASERS or the System) This narrative overview and analysis
helps to interpret the key elements of the financial statements, notes to the financial statements, required
supplementary information, and supporting schedules for the current year Readers are encouraged to
consider the information presented here in conjunction with additional information provided 1n the
Transmuttal Letter of LASERS Comprehensive Annual Financial Report (CAFR)

Financial Highlights

¢ Net position restricted for pensions increased by $811 8 mullion, or 8 5%

e The actuanal rate of return on the market value of the System’s investments was 14 1% for 2013
compared to 5 2% for 2012

¢ Net investment income experienced a gain of $1 1 billion for 2013 compared to a $9 6 mullion loss
for 2012

o The System'’s funded ratio increased from 55 9% at June 30, 2012, to 60 2% as of June 30, 2013

o The unfunded actuanal accrued hability decreased $698 6 million to $6 4 billion as of June 30,
2013

¢ Total contributions decreased by $7 7 million or 0 9% from 2012 to $822 4 mullion 1n 2013
¢ Benefit payments increased by $91 4 millhion or 9 3% to $1 1 billion 1n 2013

¢ Refund and transfer payments of member contributions increased by $18 3 mullion or 42 3% to
$61 5 mullion 1in 2013

Overview of the Financial Statements

The System’s basic financial statements include the following (1) statements of plan net position, (2)
statements of changes in plan net position, (3) notes to the financial statements, and (4) required
supplementary information

The Statements of Plan Net Position report the System’s assets, liabilites, and resultant net position
restricted for pensions They disclose the financial position of the System as of June 30, 2013, and 2012,
respectively

The Statements of Changes in Plan Net Position report the results of the System’s operations during
years 2013 and 2012 disclosing the additions to and deductions from the plan net posihon They
support the change that has occurred to the prior year's net posihion on the statement of plan net
position



Notes to the Financial Statements provide additional information that 1s essential to a full
understanding of the financial statements

e Note A provides a general description of LASERS, information regarding reserves, funding
status, actuarial assumptions, employer and membership participation, eligibility, and benefits

¢ Note B provides a summary of significant accounting policies and plan position matters
including the basis of accounting, securities lending, estimates, methods used to value
investments, property and equipment, and accumulated leave

¢ Note C provides information regarding member and employer contribution requirements

e Note D describes LASERS deposits and investment risk disclosures which include custodial
credit nsk, concentration of credit nisk, credit risk, interest rate risk, and foreign currency risk

e Note E describes the System’s cash and investments, and includes information regarding bank
balances, derivatives, real estate, and alternative investments

e Note F provides information regarding secunties lending transactions
e Note G provides information on other postemployment benefits
¢ Note H provides information on subsequent events

Required Supplementary Information provides additional information and detail concerning LASERS
progress in funding 1ts pension obligations and other post employment benefits, the history of employer
contributions, and schedules of trend data

The Supporting Schedules section includes the schedules of admunistrative expenses, investment
expenses, Board compensation, and payments to consultants

Financial Analysis

LASERS financial position 1s measured 1n several ways One way 1s to determine the plan net position
(difference between total assets and total habilities) available to pay benefits Over time, increases and
decreases in the LASERS plan net position indicates whether 1its financial health 1s improving or
deteriorating  Other factors, such as financial market conditions, should also be taken into
consideration when measuring LASERS overall health

The following table illustrates a condensed version of LASERS Statements of Plan Net Position for fiscal
years ending 2013, 2012, and 2011 LASERS plan net position as of June 30, 2013, and 2012, totaled
$10,327,598,351 and $9,515,774,342, respectively All of the plan net position 1s available to meet
LASERS ongoing obhgations to members, retirees, and beneficiaries



Condensed Comparative Statements of Plan Net Position

2013 2012 2011
Cash and Cash Equivalents $ 62,005498 % 76,484,826 % 43,568,574
Recervables 106,101,183 202,859,767 121,131,973
Investments 10,228,944,629 9,299,615,012 9,619,706,708
Securities Lending Cash Collateral Held 963,415,924 921,932,039 794,161,316
Capital Assets 6,373,829 8,106,259 9,872,111
Total Assets $ 11,366,841,063 $ 10508997903 $ 10,588,440,682
Accounts Payable & Other Liabilities 67,756,826 61,782,973 82,202,655
Securnties Lending Obligations 971,485,886 931,440,588 802,741,386
Total Liabilities $ 1039242712 $ 993,223,561 $ 884,944,041

Net Position Restricted for Pensions $ 10327598351 $ 9,515,774,342 $ 9,703,496,641

For the fiscal year ended June 30, 2013, plan net position was approximately $10 3 billion Thuis reflected
an increase of approximately 8 5% or $811,824,009 from the previous fiscal year-end In the one-year
period from June 30, 2011 to June 30, 2012, LASERS plan net position decreased approximately 1 9% or
$187,722,299 These changes were a direct result of volatility in the financial markets during those time
pertods

LASERS maintains its commitment to a broadly diversified portfolie Carefully underwritten and
conservative assumptions for future expected returns have been adopted, and the investment portfohio
1s structured to optimize the nisk-return trade-off This 1s done in part by reviewing the Plan’s asset
allocation LASERS continues to believe that 1t 1s well positioned to meet its long-term goals



Condensed Comparative Statements of Changes in Plan Net Position

2013 2012 2011
Additions
Employer Contributions $ 649,029,708 $ 637285920 $ 558,183,107
Employee Contributions 173,357,802 192,795,057 197,825,267
Net Investment Income (Loss) 1,106,494,873 (9,610,468) 1,854,312,621
Other Income 33,806,894 32,441,258 14,072,770
Total Additions 1,962,689,277 852,911,767 2,624,393,765
Deductions
Retirement Benefits 1,070,410,859 978,971,262 915,840,721
Refunds and Transfers of Contributions 61,522,162 43,221,742 41,553,896
Administrative Expenses 15,907,599 15,500,163 14,951,127
Other Postemployment Benefits Expenses 982,754 999,650 1,310,517
Depreciation and Amortization Expenses 2,041,894 1,941,249 1,919,628
Total Deductions 1,150,865,268 1,040,634,066 975,575,889
Net Increase (Decrease) in Net Position 811,824,009 (187,722,299) 1,648,817,876
Net Position Restricted for Pensions
Beginning of Year 9,515,774,342 9,703,496,041 8,054,678,765
End of Year $ 10327598351 § 9515774342 § 9,703,496,641

Additions to Plan Net Position

The revenues needed to finance retirement benefits are accumulated primarily through the collection of
employer and employee contributions and earnings on investments Revenue for the fiscal year ended
June 30, 2013, totaled $1,962,689,277 The revenue consisted of employer and employee contributions
totaling $822,387,510, a net investment gain of $1,106,494,873, and other income of $33,806,894
Volatility 1n the financial markets caused by new government regulations, the global recession, and the
credit cnisis 1s the primary reason for the fluctuations in additions (reductions) for the fiscal years
presented Our investment portfolio in 2013 completed the current year with a positive market rate of
return on investment assets of 12 6% which ranked 1n the top 40 percent of all public pension plans with
market values greater than $1 billion in the Wilshire Trust Universe Comparison Service (TUCS) The
net result was an increase of 11,613 4% or $1,116,105,341 in investment earnings over 2012

At June 30, 2012, total revenues decreased by 67 5% or $1,771,481,998 over fiscal year 2011 The
decreased revenue was due primarily to net investment income decreasing 1005% from 2011
Combined contributions increased 9 8% while other income increased 130 5% Our investment portfolio
completed the fiscal year with a positive market rate of return on investment assets of 02%, which
ranked 1n the top seventy-three percent of all public pension plans with market values greater than $1
billion in the Wilshire Trust Universe Comparison Service (TUCS)

During 2013, combined employer and employee contribution income decreased from 2012 by

$7,693,467 Employer contributions based on covered payroll increased $11,743,788, primanly because

of an increase in the composite employer percentage match from 25 9% for the year ended June 30, 2012
9



to 29 4% for the year ended June 30, 2013 Member contributions decreased 10 1%, likely a result of a
decrease 1n achive members caused by the State’s privatization of several agencies and the resulting
reduction 1n workforce Also, there has been a reduction 1n salary growth caused by the suspension of
ment increases which was mandated by the State due to budget constraints

Deductions from Plan Assets

LASERS was created to provide lifetime rettrement, survivor, and disability benefits to quahified
LASERS members The cost of such programs includes recurnng benefit payments, refund of
contributions to employees who left the System, and the cost of administering LASERS

Deductions for the fiscal year ended June 30, 2013, totaled $1,150,865,268 an increase of approximately
10 6% over June 30, 2012 For the fiscal year ended June 30, 2012, deductions were $1,040,634,066, an
increase of about 6 7% over June 30, 2011 The increase in deductions for fiscal years ended 2013 and
2012 was due primarily to increases in benefits, refunds and transfers of member contributions paid
Benefits paid 1in 2013, as in 2012, increased because of the increase in the number of retirees and the
average benefit resulting from the higher average salary history of the newer retirees Refunds and
transfers out of member contributions increased primarily because of the State’s privatization of several
agencies and the effected employees requesting distributions

Administrative expenses tncreased $407,436 or 2 6% for the fiscal year ended June 30, 2013 This 1s
primarily attributable to increases in personnel costs and computer acquisiions In 2012, admrnistrative
expenses increased $549,036 or 37% over fiscal year ended 2011 The increase was primarily
attributable to the increases 1n legal and actuary professional services Details of administrative expense
activity can be found in the Schedules of Administrative Expenses located under Supporting Schedules

Other Postemployment Benefit (OPEB) expenses decreased $16,896 or 17% for the fiscal year ended
June 30, 2013 compared to June 30, 2012 In 2012, OPEB expenses decreased $310,867 over fiscal year
ended 2011 These reductions are based on adjusted calculations by the administrators of OPEB for the
State

Depreciation and amortization expense increased 5 2% for the fiscal year ended June 30, 2013, compared
to a 1 1% increase for 2012 over 2011 The increase in 2013 compared to 2012 can be attributed to a
reduction in depreciable assets due to disposals

Total additions less total deductions resulted in a net increase in plan net position of $811,824,009 in
2013, compared to a decrease of $187,722,299 1n 2012 The net result 1s an 8 5% increase in 2013
compared to a 1 9% decrease in plan net position restricted for pensions in 2012

Funded Status

An actuarial valuation of assets and labilthes 1s performed annually The System’s funded ratio
increased to 60 2% at June 30, 2013, compared to 55 9% as of June 30, 2012, and 57 6% as of June 30, 2011
The improved funding 1n 2013 can be attributed to a net investment experience gain, an experience gamn
from sources other than investment earnings, and a change in asset valuation method The amount by
which LASERS actuanal lLabihities exceeded the actuarial assets was $6 4 billion at June 30, 2013,
compared to $7 1 billion at June 30, 2012, and $6 5 billion at June 30, 2011, thereby decreasing the
unfunded actuanal accrued habihty by $25 1 mullion since 2011 The nvestment yield on the actuanal
value of assets has averaged over five, ten, twenty, and thirty years 36%, 7 1%, 7 3%, and 82%,

10



respectively For the year ending June 30, 2013, the net realized actuanal rate of return was 14 1%,
which was more than the System’s assumed actuarial rate of return of 8 0% used to discount benefits.
This resulted 1n a net investment experience gain of $304 1 million relative to projected investment
income For the fiscal years ending June 30, 2012, and 2011, the net realized actuarial rate of return was
52% and 5 5%, respectively

Requests for Information

This Finanaial Report 1s designed to provide a general overview of the System’s finances For questions
concerning any information in this report, or for additional information contact the Louistana State
Employees’ Retirement System, Attention Fiscal Division, P O Box 44213, Baton Rouge, LA 70804-
4213

11



Louisiana State Employees’ Retirement System

Statements of Plan Net Position
June 30, 2013 and 2012

Assets
Cash and Cash Equivalents
Receivables
Employer Contributions
Member Contributions
Interest and Dividends
Investment Proceeds
Other
Total Receivables
Investments
Investments at Fair Value
Short-Term Investments - Domestic/International
Bonds/Fixed Income - Domestic
Bonds/Fixed Income - International
Equity Secunities - Domestic
Equity Secunities - International
Clobal Tactical Asset Allocation
Alternative Investments
Real Estate
Total Investments at Fair Value
Investments at Contract Value
Synthetic Guaranteed Investment Contract
Total Investments at Contract Value
Total Investments
Securities Lending Cash Collateral Held
Capital Assets (at cost) - Net
Property and Equipment
Intangible Assets
Total Assets

Liabilities
Payables
Investment Commitments
Trade Payables and Other Accrued Liabilihes
Total Payables
Securities Lending Obligations
Total Liabilities

Net Position Restricted for Pensions

2013 2012
62,005,498 § 76,484,826
42,151,780 65,505,501
12,926,450 20,353,517
25,925,453 24,250,211
22,041,039 89,886,678
3,056,461 2,863,860
106,101,183 202,859,767
310,972,110 240,781,998
941,079,186 994,139,221
313,875,045 451,373,593
2,929,817,566 2,538,708,299
2,430,091,727 2,112,485,553
649,609,869 567,925,779
2,254,383,368 2,043,609,429
14,886 9,517
9,829,843,757 8,949,033,389
399,100,872 350,581,623
399,100,872 350,581,623
10,228,944,629 9,299,615,012
963,415,924 921,932,039
3,998,553 4,175,769
2,375,276 3,930,490
11,366,841,063 10,508,997,903
40,181,261 29,691,339
27,575,565 32,091,634
67,756,826 61,782,973
971,485,886 931,440,588
1,039,242,712 993,223,561
$10,327,598,351 $ 9,515,774,342

The accompanying notes are an integral part of these statements
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Statements of Changes in Plan Net Position
For the Period Ended June 30, 2013 and 2012

Additions
Contributions
Employer Contribuhons
Employee Contributions
Total Contnibutions
Investment Income
Net Appreaaton {Depreciation) in Fair Value
of Investments
Interest & Dividends
Alternative Investment Income
Less Alternative Investment Expenses
Net Appreciation Securities Lending
Secunities Lending Income
Other Income
Less Investment Expense Other than Alternative
Investments and Securities Lending
Net Investment Income (Loss)
Other Income
Total Additions

Deductions
Retirement Benehits
Refunds and Transfers of Member Contributions
Admunistrative Expenses
Other Postemployment Benefits Expenses
Depreciation and Amortization Expenses
Total Deductions

Net Increase (Decrease) in Net Position
Net Position Restricted for Pensions
Beginning of Period

End of Penod

Louisiana State Employees’ Retirement System

2013 2012
$ 649029708 $ 637,285,920
173,357,802 192,795,057
822,387,510 830,080,977
740,570,895 (258,501,244)
198,688,033 199,152,948
216,648,178 99,800,694
(33,397,818) (34,592,332)
3,926,502 1,946,336
1,878,714 1,127,193
3,068,276 3,705,667
(24,887,907) (22,249,730)
1,106,494,873 (9,610,468)
33,806,894 32,441,258
1,962,689,277 852,911,767
1,070,410,859 978,971,262
61,522,162 43,221,742
15,907,599 15,500,163
982,754 999,650
2,041,894 1,941,249
1,150,865,268 1,040,634,066
811,824,009 (187,722,299)
9,515,774,342 9,703,496,641
$10,327,598,351 § 9,515,774,342

The accompanying notes are an integral part of these statements
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Notes to Financial Statements

A. Plan Description

1. General Organization

The Louisiana State Employees’ Retirement System (LASERS or the System) 1s the administrator of
a single-employer defined benefit pension plan, and 1s a component unut of the State of Louisiana
included in the State's Comprehensive Annual Financial Report (CAFR) as a pension trust fund
The System was established by Section 401 of Title 11 of the Louisiana Revised Statutes (La RS
11 401)

In accordance with Louisiana Revised Statutes, the System 1s subject to certan elements of
oversight

# The House and Senate Committees on Retirement review administrahon, benefits,
investments, and funding of the public retirement systems

» The operating budget of the System 1s subject to budgetary review and approval by the Joint
Legislative Commuttee on the Budget

o The Legislahve Auditor 1s responsible for the procurement of audits for the public
retirement systems, and 1s authorized to contract with a licensed Certified Public
Accountant (CPA) for each audit

e Actuanal calculations and results are reviewed by the Public Retirement Systems’ Actuarial
Commuttee (PRSAC) annually

2. Plan Membership

The System 1s one of several public retirement systems in Louistana Each system has spealfic
membership requirements established by legislation, with LASERS established for state officers,
employees, and their beneficiaries  Other public employers report members who retained
membership in LASERS upon transfer to other public systems or as provided by speaific legislation
A summary of government employers and members participating in LASERS at June 30, 2013, and
2012, are as follows
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2013 2012
Active Active Active Active
Type of Employer Employers| Members Employers| Members
State Agencies 209 43,842 216 52,090
Other Public Employers 146 269 146 262
Total 355 44,111 362 52,352
2013 2012
Member Member
Type of Active Members Count Count
Active After DROP 1,825 2,136
Alcohol and Tobacco Control* 19 28
Appellate Law Clerks* 172 187
Bridge Police* 7 11
Corrections™ 2,949 3,566
Hazardous Duty 1,596 1,258
Judges 320 320
Legislators* 12 12
Peace Officers* 79 84
Regular State Employees 36,942 44,546
Wildlife Agents™ 190 204
Total Active Members 44,111 52,352
* Plans closed to new members effective January 1, 2011
At June 30, 2013, and 2012, membership consisted of
2013 2012
Active Members 44,111 52,352
Regular Retirees* 37,145 34,513
Disabihity Retirees* 2,554 2,544
Survivors 5,726 5,665
Vested & Reciprocals 4,162 2,222
Inactive Members Due Refunds 52,385 50,590
DROP Participants 2,092 2,577
Total Membership

148,175

150,463

* For actuanal purposes “Disability Retirees” includes members who have reached normal
retirement eligibility requirements and converted to Regular Retirement and are therefore
counted by LASERS as “Regular Retirees”
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3. Funded Status and Funding Progress

Contributions to the System are determined through annual actuarnial valuations Administration
of LASERS 1s financed through contrnibutions to the plan from members, the State of Louisiana, and
cumulative investment earnings The schedule below reflects the funded status and progress of the

System for the fiscal year ended June 30, 2013 Dollars are presented in thousands

Actuarial UAAL as a
Actuarial Actuarial Accrued Unfunded Percentage of
Valuation Value of Liability AAL Funded Covered Covered
Date Assets (UAAL) Ratio Payroll Payroll
(a) (b-a) {a/b) {c) [(b-a)/c]
6/30/2012 $9,026,416 $16,157,898 $7,131,482 55 9% $2,341,703 304 5%
6/30/2013 $9,749,323 $16,182,195 $6,432,872 60 2% $1,951,988 329 6%

Actuanal valuations involve estimates of the value of reported amounts and assumptions about the
probability of events far into the future, and actuanally determuned amounts are subject to
continual revision as actual results are compared to past expectations, and new estimates are made
about the future The required Schedules of Funding Progress located in Required Supplementary
Information following the Notes to the Financial Statements presents multi-year trend information
regarding whether the actuarial value of plan assets are increasing or decreasing over time relative
to the actuanal accrued habilities for benefits

Additional information on the actuanal methods and assumptions used as of the June 30, 2013,

actuanal valuation follows

Valuation Date

June 30, 2013

Actuarial Cost Method

Projected Unut Credit

Amortization Method

Amortized accordingtoLa RS 11102and 111021

For unfunded accrued hability resulting from benefit
Increases occurring on or after June 30, 2007 Level dollar
payment over 10 years

All unfunded accrued hability changes occurring prior to
2009, except benefit increases in 2007 and 2008, were re-
amortized into two schedules as of June 30, 2010 Payment
schedules increase in aprescribed vanable manner until
2018, then will either increase until paid off in 2029,
or remain level until paid off 1n 2040, depending upon the
schedule, as required by statute

For unfunded accrued lhability changes occurring 2009 or
later Level dollar payment over 30 years, from date of
occurrence
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Amortization Approach

Closed

Remaining Amortization Period

Weighted average of 19 years

Asset Valuation Period

Utiizes smoothing of gains and losses relative to the
assumed rate of return over a five year period

Actuarial Assumptions:

Investment Rate of Return

Inflation Rate
Mortality

8 25% per annum, net expenses 1s assumed prior to July 1,
2012 Beginning July 1, 2012 the rate 15 8 0%

3 0% per annum

Mortality rates were projected based on the RP-2000
Mortality Table

Termination, Disability, and
Retirement

Termination, disability, and retirement assumptions
were projected based on a five-year (2003-2008)
experience study of the System's members

Salary Increases

Salary increases were projected based on a 2003-2008
experience study of the System's members The salary
increase ranges for speafic types of members are

Member Type Lower Upper
Range Range
Regular 4 3% 14 0%
Judges 30% 55%
Corrections 4 0% 15 0%
Hazardous Duty 4 0% 15 0%
wildlife 6 0% 17 0%

Cost-of-Living Adjustments

Liability for raises already granted 1s included in the retiree
reserve

4, Legally Required Reserves

Provisions for reserves, in which all assets of the System are to be credited according to their purpose,
are established in La RS 11531, et seq Use of the term "reserve” by the System indicates that a
portion of the fund balances 1s legally restricted for a spealfic future use The nature and purpose of

these reserves are explained below

A) Expense Account Reserve

The Expense Account Reserve provides for general and administrative expenses of the System
and those expenses not funded through other speafic legislahve appropriahons Funding
consists of transfers from the retirement funds and 1s made as needed Any excess funds at
year-end are closed out to the Employers’ Accumulation Account
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B)

Q)

D)

E)

F)

Employees’ Savings Reserve

The Employees’ Savings Reserve 1s credited with contributions made by members of the
System When a member terminates his service, or upon his death before qualifying for a
benefit, the refund of his contributions 1s made from this reserve If a member dies and
there 1s a survivor who 1s eligible for a benefit, the amount of the member's accumulated
contributions 1s transferred from the Employees’ Savings Account Reserve to the Rehiree’s
Annuity Reserve When a member retires, the amount of his accumulated contributions 1s
transferred to the Retiree’s Annuity Reserve to provide part of the benefits

Employers” Accumulation Account

The Employers’ Accumulabon Account consists of contributions paid by employers, interest
paid by the agency on purchases of state service, military service, and educational leave and
training, interest, dividends, profits and other income earned on investments, and any other
income not covered by other accounts This reserve account 1s charged annually with an
amount, determined by the actuary, to be transferred to the Retiree’s Annurty Reserve to fund
rehrement benefits and cost of living increases for existing retirees

Retiree’s Annuity Reserve

The Retiree’s Annuity Reserve 1s credited with the employees’ accumulated contributions
upon retirement or payment of survivor’s benefits, amount determined by actuary from the
Employers” Accumulated Account for payment of pensions, and cost of hving increases for
retirees The Retiree’s Annuity Reserve shall be charged with rehrements paid to retirees and
beneficiaries, survivor’s benefits paid to eligible survivors, cost of hving adjustments for
retirees, beneficaries, and survivor's benefits recipients in addition to refunds paid to
survivors or the estates of members whereby monthly benefits do not equal total accumulated
contributions

Deferred Retirement Option and Initial Benefit Option {(DROP/IBO) Reserve

The Deferred Retirement Option and Imihal Benefit Option Reserve consist of the reserves for
all members who select the Deferred Retirement Option or Imtal Benefit Option upon
retirement For DROP, upon eligibihity for retirement a member may elect to deposit 1n this
reserve an amount equal to the member’s monthly benefit if he had retired A member can
only participate in DROP for three years and upon terminaton may receive his benefits in a
lump sum payment or in a manner approved by the Board For IBO, upon retirement a
member elects to take a lump sum benefit payment of up to 36 months times the maximum
benefit up front and subsequently receive a reduced monthly benefit

Optional Retirement Plan (ORP) Reserve

The ORP Reserve consists of reserves for certain active unclassified members who otherwise
would be eligible to become members in the Defined Benefit Plan who chose to participate in
the defined contribution Optional Retirement Plan  The member 1s credited with
contributions made by the employee and the normal employer matching contnbutions for
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services rendered When a member terminates his service, or upon his death before
qualifying for a benefit, the refund of his contnbutions 1s made from this reserve Also,
when a member retires, his benefits are paid from this reserve

G) Experence Account Reserve

The Expenence Account Reserve accumulates 50% of the excess investment gain relative to
the actuarial valuation rate of 8 0% after such excess return exceeds $100,000,000 The account
is used to fund permanent benefit increases for retirees The benefit increase granted must be
funded at 100% of the actuanal cost The account balance 1s restricted to the reserve for two
permanent benefit increases

2013 2012
Percent Percent
Reserves Balance Funded Balance Funded
Expense Account Reserve $ - 100% $ - 100%
Employees’ Savings Reserve 1,577,976,578 100% 1,649,713,130 100%
Employer's Accumulation Reserve  3,026,411,880 0% 3,741,143,272 0%
Retirees’ Annuity Reserve 10,633,738,577 73% 9,892,297,150 71%
DROP/IBO Reserve 938,035,164 100% 868,143,454 100%
ORP Reserve 6,032,442 100% 6,600,560 100%
Experience Account Reserve 187,178,787 100% - 100%
Total Reserves $16,369,373,428 $ 16,157,897,566

. Eligibility Requirements

All state employees, except those specifically excluded by statute, become members of the System’s
Defined Benefit Plan (DBP) as a condition of employment, unless they elect to continue as a
contributing member in any other retirement system for which they remam eligible for
membership Certain elected officials and officials appointed by the Governor may, at their option,
become members of LASERS Also, qualifying unclassified state employees may have made an
irrevocable election to participate in the Optional Retirement Plan (ORP) between July 12, 1999 and
December 7, 2007, when the plan closed All plans are considered one pension plan for financial
reporting purposes All assets accumulated for the payment of benefits may legally be used to pay
benefits to any plan members or beneficiaries

. Retirement

The age and years of creditable service required in order for a member to retire with full benefits
are established by statute, and vary depending on the member’s hire date, employer, and job
classification The substantial majonity of members may retire with full benefits at any age upon
completing 30 years of creditable service and at age 60 upon completing ten years of creditable
service Additionally, members may choose to retire with 20 years of service at any age, with an
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actuarially reduced benefit The basic annual retirement benefit for members 1s equal to 2 5% to
3 5% of average compensation multiplied by the number of years of creditable service

Average compensation 1s defined as the member's average annual earned compensation for the
highest 36 consecutive months of employment for members employed prior to July 1, 2006 For
members hired July 1, 2006 or later, average compensation 1s based on the member's average
annual earned compensation for the highest 60 consecutive months of employment The maximum
annual retirement benefit cannot exceed the lesser of 100% of average compensation or a certain
specified dollar amount of actuanally determined monetary himits, which vary depending upon the
member's age at rehrement Judges, court officers, and certain elected officials recerve an additional
annual retirement benefit equal to 1 0% of average compensation multiphed by the number of years
of creditable service in their respective capacity As an alternative to the basic retirement benefits, a
member may elect to receive their retirement benefits under any one of six different options
providing for reduced retirement benefits payable throughout their Iife, with certain benefits being
paid to their designated beneficiary after their death

Act 992 of the 2010 Lowisiana Regular Legislative Session, changed the benefit structure for LASERS
members hired on or after January 1, 2011 Thuis resulted in three new plans regular, hazardous
duty, and judges The new regular plan includes regular members and those members who were
formerly eligible to participate n specialty plans, excluding hazardous duty and judges Regular
members and judges are eligible to retire at age 60 after five years of creditable service and, may
also retire at any age, with a reduced benefit, after 20 years of creditable service Hazardous duty
members are eligible to retire wath twelve years of creditable service at age 55, 25 years of creditable
service at any age or with a reduced benefit after 20 years of creditable service Average
compensation will be based on the member’s average annual earned compensation for the highest
60 consecutive months of employment for all three new plans Members 1n the regular plan will
receive a 2 5% accrual rate, hazardous duty plan a 3 33% accrual rate, and judges a 3 5% accrual
rate The extra 1 0% accrual rate for each year of service for court officers, the governor, lieutenant
govemnor, legislators, House clerk, sergeants at arms, or Senate secretary, employed after January 1,
2011, was eliminated by Act 992 Specialty plan and regular members, hired prior to January 1,
2011, who are hazardous duty employees have the option to transition to the new hazardous duty
plan

A member leaving employment before attaiming minimum retirement age, but after completing
certain minimum service requirements, becomes eligible for a benefit provided the member hives to
the minimum service retirement age, and does not withdraw their accumulated contributions The
munimum service requirement for benefits varies depending upon the member's employer and
service classification but generally 1s ten years of service

Deferred Benefits

The State Legislature authorized LASERS to establish a Deferred Retirement Option Plan (DROP)
When a member enters DROP, their status changes from active member to retiree even though they
continue to work and draw their salary for a period of up to three years The election 1s irrevocable
once participation begins During DROP participation, accumulated retirement benefits that would
have been paid to each retiree are separately tracked For members who entered DROP prior to
January 1, 2004, interest at a rate of one-half percent less than the System'’s realized return on 1its
portfolio (not to be less than zero) will be credited to the retiree after participation ends At that
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10.

11.

time, the member must choose among available alternatives for the distribution of benefits that
have accumulated in the DROP account Members who enter DROP on or after January 1, 2004, are
required to participate in LASERS Self-Directed Plan (SDP) which 1s admunistered by a third-party
provider The SDP allows DROP participants to choose from a menu of investment options for the
allocation of their DROP balances Participants may diversify their investments by choosing from
an approved list of mutual funds with different holdings, management styles, and nsk factors

Members ehgible to retire and who do not choose to participate iIn DROP may elect to receive at the
time of retirement an nihal benefit option (IBO) in an amount up to 36 months of benefits, with an
actuanal reduchion of their future benefits For members who selected the IBO option prior to
January 1, 2004, such amount may be withdrawn or remain in the IBO account earming interest at a
rate of one-half percent less than the System’s realized return on its portfolio (not to be less than
zero) Those members who select the IBO on or after January 1, 2004, are required to enter the SDP
as described above

Disability Benefits

All members with ten or more years of credited service who become disabled may receive a
maximum disability retirement benefit equivalent to the regular retirement formula without
reduction by reason of age

Upon reaching age 60, the disability retiree may receive a regular retrement benefit by making
application to the Board of Trustees

For injunies sustained 1n the line of duty, hazardous duty personnel in the Hazardous Duty Services
Plan will receive a disability benefit equal to 75% of final average compensation

Survivor's Benefits

Certain eligible surviving dependents receive benefits based on the deceased member's
compensation and their relationship to the deceased The deceased member who was In state
service at the time of death must have a mmimum of five years of service credit, at least two of
which were earned immediately prior to death, or who had a minimum of twenty years of service
credit regardless of when earned 1n order for a benefit to be paid to a minor or handicapped child
Benefits are payable to an unmarried child until age 18, or age 23 if the child remains a full-time
student The aforementioned munumum service credit requirement 1s ten years for a surviving
spouse with no minor children, and benefits are to be paid for life to the spouse or qualified
handicapped child

Permanent Benefit Increases/Cost-of-Living Adjustments

As fully described 1n Title 11 of the Louisiana Revised Statutes, the System allows for the payment
of permanent benefit increases, also known as cost-of-living adjustments, that are funded through
investment earnings when recommended by the Board of Trustees and approved by the State
Legislature

Optional Retirement Plan

In 1999, an Optional Retirement Plan (ORP) was established as a defined contribution component of
LASERS for certain unclassified employees who otherwise would have been ehgible to become
members of the defined benefit plan The ORP provides portability of assets and full and
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immediate vesting of all contnbutions submatted on behalf of members The ORP 1s admunistered
by a third-party provider with oversight from LASERS Board of Trustees Monthly employer and
employee contributions are invested as directed by the member to provide the member with future
retirement benefits The amount of these benefits is entirely dependent upon the total contributions
and investment returns accumulated during the member’s working lifehme ORP balances are held
by the provider in each participant’'s name These balances are included in LASERS total
investments on the Statements of Plan Net Positon The ORP was closed to new members on
December 7, 2007 However, members in the ORP as of December 31, 2007 were granted the option
by Act 718 of the 2012 Louisiana Regular Legislative Session to regain membership in the defined
benefit plan At June 30, 2013, and 2012, membership consisted of

2013 2012
Number of Members 83 90
Fair Value of Assets $ 6,032,442 % 6,600,560

Summary of Significant Accounting Policies

Basis of Accounting

LASERS financial statements are prepared in conformity with accounting principles generally
accepted in the United States of America using the accrual basis of accounting Revenues are
recognized in the accounting period 1in which they are earned, and expenses are recognized 1n the
period incurred Investment purchases and sales are recorded as of their trade date State General
Fund appropriations are recognized in the period when they are appropriated Employer and
member contributions are recognized when due, pursuant to formal commitments, as well as
statutory or contractual requirements Administrative expenses are funded through contributions
to the plan from members, the State of Louisiana, and cumulative tnvestment earnings, and are
subject to budgetary control of the Board of Trustees and the Joint Legislative Commuttee on the
Budget Benefits and refunds are recognized when due and payable in accordance with the terms of
the System

Securities Lending

The System records collateral recetved under its securities lending agreement where the System has
the ability to spend, pledge, or sell the collateral without borrower default Liabilihes resulting
from these transactions are also reported The security lending cash collateral pools are reported at
the market value of the underlying secunties Security lending income and expenses are reported
as Investment income and expenses in the accompanying financial statements The Statements of
Net Posihion do not include detailled holdings of secunities lending collateral by investment
classification

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make esihmates and assumptions that
affect the reported amounts of assets and habilihes and disclosure of contingent assets and
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habiltties at the date of the financial statements, and the reported amounts of additions to and
deductions from plan net positon during the reporting period Actual results could differ from
those esimates The rehrement system utihizes various investment instruments, which, by nature,
are exposed to a variety of risk levels and risk types, such as interest rate, credit, and overall market
volahlity Due to the level of risk associated with certain investment securities, 1t 1s reasonably
possible that changes in the values of investment secunities will occur in the near term, and those
changes could materally affect the amounts reported in the Statements of Plan Net Position

Method Used to Value Investments

As required by GASB 25, investments are reported at fair value Short-term investments are
reported at market value when published prices are avallable, or at cost, which
approximates fair value Securities traded on a national or international exchange are valued at the
last reported sales price at the current exchange rate All derivative financial instruments are
reported at fair value in the Statements of Plan Net Position with valuation changes recognized in
income Gains and losses are reported 1n the Statements of Changes in Plan Net Position as net
appreciation (depreciation) 1n farr value of investments during the period the instruments are held,
and when the instruments are sold or expire The nature and use of dertvative instruments 1s
discussed in Note E Cash and Investments (9) The fair value of investments that are organized as
limited partnerships and have no readily ascertainable fair value (such as private equuty, real estate,
and tangible assets) has been determined by management based on the individual investment's
capital account balance, reported at fair value, at the closest available reporting period, adjusted for
subsequent contributions, distributions, and management fees  Because of the inherent
uncertainties in estimating fair values, 1t 1s at least reasonably possible that the estimates will
change in the near term Investments that do not have an established market are reported at
estimated fair value Unrealized gains and losses are included as investment earnings in the
Statements of Changes in Plan Net Position Synthetic Guaranteed Investment Contracts are carried
at contract value as required by GASB 53

Property and Equipment

Property and equipment and computer software are reported at historical cost Depreciation 1s
computed using the straight-line method based upon useful lives of 40 years for building, 3 to 15
years for equipment and furniture, and 7 years for computer software The capitahzation
thresholds of property and equipment were

e Computer Software Developed or Modified Internally (reported as Intangible Assets)
$1,000,000

e Movable Property and Equipment $5,000

LASERS 15 a 50% co-owner of the Louisiana Retirement Systems building and related land with
Teachers' Retirement System of Louisiana LASERS interest in the building and land 1s reflected in
the following schedules
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Changes in Property and Equipment
For Period Ending June 30, 2013

Deletions/

June 30,2012  Additions Transfers June 30, 2013
Asset Class (at Cost)
Land $ 858,390 $ - $ - $ 838,390
Building 5,936,927 8,358 - 5,945,285
Furniture, Equipment, and Vehicles 3,147,077 301,106 (679,451) 2,768,732
Intangibles 10,886,502 - - 10,886,502
Total Property and Equipment 20,828,896 309,464 (679,451) 20,458,909
Accumulated Depreciation
Building (3,171,993) (191,892) . (3,363,885)
Furniture, Equipment, and Vehicles (2,594,632) (294,788) 679,451 (2,209,969)
Intangibles (6,956,012) (1,555,214) - (8,511,226)
Total Accumulated Depreciation (12,722,637) (2,041,894) 679,451 (14,085,080)
Total Property and Equipment - Net $ 8106259 $ (1,732430) $ - 5 6373829
Changes in Property and Equipment
For Period Ending June 30, 2012

Deletions/

June 30,2011  Additions Transfers June 30, 2012
Asset Class (at Cost)
Land $ §58,390 % - $ - $ 858,390
Building 5,880,983 55,944 - 5,936,927
Furniture, Equipment, and Vehicles 3,027,624 119,453 - 3,147,077
Intangibles 10,886,502 - - 10,886,502
Total Property and Equipment 20,653,499 175,397 - 20,828,896
Accumulated Depreciation
Building (2,978,235) (193,758) - (3,171,993)
Furniture, Equipment, and Vehicles (2,402,356} (192,276) - (2,594,632)
Intangibles (5,400,797 (1,555,215) - (6,956,012)
Total Accumulated Depreciation (10,781,388) (1,941,249) - (12,722,637)
Total Property and Equipment - Net $ 9872111 §$ (1,765852) $ - $ 8,106,259
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6. Accumulated Leave

The employees of the System accumulate unlimited amounts of annual and sick leave at varying
rates as established by state regulations Upon resignation or retirement, unused annual leave of up
to 300 hours 1s paid to an employee at the employee’s current rate of pay Upon retirement, unused
annual leave 1n excess of 300 hours and sick leave are credited at the current pay rate as earned
service In computing retirement benefits The hability for accrued annual leave of up to 300 hours
1s included in other habilities in the Statements of Plan Net Position

C. Contributions

1. Member Contributions

Member contribution rates for the System are established by La RS 1162 Member contributions
are deducted from a member’s salary and remuitted to the System by participating employers The
rates in effect during the years ended June 30, 2013, and 2012, for the various types of members are

as follows
Percent of
Earned
Type of Member Compensation

Alcohol and Tobacco Control* 90%
Appellate Law Clerks* 75%-80%
Bridge Police* 8 5%
Corrections* 9 0%
Hazardous Duty 95%
Judges 115%-130%
Legslators* 95% -115%
Peace Officers* 9 0%
Regular State Employees 75% -8 0%
Wildhfe Agents* 9 5%

*Plans closed to new members effective January 1, 2011

A member’s claim 1s established for member contributions less amounts transferred to reserves for
retirement and amounts refunded to terminated members If a member leaves covered
employment or dies before any benefits become payable on their behalf, the accumulated
contributions may be refunded to the member or their designated beneficiary  Simularly,
accumulated contributions 1n excess of any benefits paid to members or their survivors are
refunded to the member’s beneficiaries or their estates upon cessation of any survivor's benefits
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2. Employer Contributions

The employer contribution rate 1s established annually under La RS 11 101-11 104 by the Public
Retirement Systems” Actuanial Commuttee (PRSAC), taking into consideration the recommendation
of the System’s Actuary Legislation passed in 2010, effective for the fiscal year beginning July 1,
2011, required that the employer contribution rate be determined separately for the various plans
within LASERS Each plan pays a separate actuanally-determined employer contribution rate
However, all assets of LASERS are used for the payment of benefits for all classes of members,
regardless of their plan membership Rates for the years ended June 30, 2013, and 2012, are as
follows

Employer Contribution Rates

Plan 2013 2012
Alcohol and Tobacco Control 301% 26 1%
Appelate Law Clerks 29 1% 25 6%
Bridge Police 281% 214%
Corrections - Primary 34 0% 309%
Corrections - Secondary 308% 264%
Hazardous Duty Plan 28 0% 231%
Judges 34 8% 318%
Judges (Elected after 1/1/2011) 282% 202%
Legislators 37 8% 34 3%
Peace Officers 328% 28 4%
Regular State Employees 291% 256%
Wildlife Agents 36 9% 355%
Aggregate Rate 29.4% 25.9%

D. Deposits and Investment Risk Disclosures

1.

Deposit and Investment Risk Disclosures

The information presented on the following pages includes disclosures of custodial, interest rate,
credit, and foreign currency nisks in accordance with GASB 40 and GASB 53 and 1s designed to
inform financial statement users about investment risks that could affect the System’s ability to
meet 1ts obligations The tables presented classify investments by risk type, while the financial
statements present investments by asset class, thus, the totals shown on the tables may not be
comparable to the amounts shown for the individual asset classes on the financial statements
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2, Custodial Credit Risk

Custodial credit risk for deposits 1s the risk that, in the event of bank failure, the System’s deposits
may not be returned The System does not have a formal deposit policy for custodial credit risk
All US bank balances at year-end were msured or collateralized by the pledge of government
securities held by the agents in the entity’s name LASERS had time deposits and certficates of
deposits in the securihes lending cash collateral pool that were exposed to custodial credit nisk of
$227 0 million and $181 9 mllion as of June 30, 2013 and June 30, 2012 LASERS had uninsured
cash deposits in non-US banks of $7 5 mullion and $12 6 million for the periods ended June 30,
2013, and June 30, 2012, respectively These deposits were used for investments pending settlement

Custodial credit nisk for investments 1s the risk that, in the event of the failure of the counterparty,
the pension trust fund will not be able to recover the value of its investments, or collateral secunhes
that are 1n the possession of an outside party Investment securnties are exposed to custodial credit
risk if the securihes are uninsured, are not registered in the name of the government, and are held
by either a) the counterparty or b) the counterparty’s trust department or agent but not in the
government’s name LASERS had no custodial credit risk for investments for the years ending June
30, 2013 and June 30, 2012

. Concentration of Credit Risk

Concentration of credit nsk 1s the “nsk of loss attributed to the magnitude of investments in a
single 1ssuer” The nisk occurs “when investments are concentrated in any one issuer that
represents 5% or more of plan net assets ” Investments 1ssued or explicitly guaranteed by the U S
Government and investments in mutual funds, external investment pools, and other pooled
investments are excluded from this requirement The System has no investments of any single
organization (other than those 1ssued or guaranteed by the US Government) that represent 5% or
more of the System'’s net plan assets, nor does the System hold more than 5% of any corporation’s
stock

. Credit Risk

Credit nsk 1s the nsk that a borrower will be unable to meet its obhigation The overall average
quality of each core fixed income portfolio shall be rated A- or higher by Standard and Poor’s
Non-rated 1ssues or 1ssues below investment grade (below BBB-) may be purchased up to a
maximum of 15% of each core fixed income portfolio These quality restrictions will not apply to a
manager that 1s hired by LASERS to manage dedicated high-yield fixed income portfolios The
average duration shall not differ from the passive benchmark’s duration by more than two years

In prepaning this report, credit nsk associated with all fixed income holdings including collateral
for repurchase agreements and securnities lending collateral has been included The System’s
exposure to credit nsk as of June 30, 2013, and 2012, 1s as follows
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Fair Value Percent Fair Value Percent
Rating 2013 2013 2012 2012

AAA $ 30,824,959 12% % 80,260,282 31%
A-1+ 173,365,229 6 8% 176,041,653 6 7%
A-1 310,148,253 12 4% 367,139,031 14 1%
AA+ 209,724,926 84% 255,148,252 9 8%
AA 6,297,305 02% 6,939,118 03%
AA- 167,465,486 6 6% 152,801,744 59%
A+ 142,607,178 56% 50,850,062 19%
A 50,546,927 2 0% 80,758,619 31%
A- 86,120,614 34% 57,509,598 22%
BBB+ 38,051,448 15% 21,881,116 0 8%
BBB 45,523,617 1 8% 36,471,773 14%
BBB- 52,346,025 21% 41,028,645 1 6%
BB+ 38,392,010 15% 31,877,845 12%
BB 58,329,610 23% 50,978,801 20%
BB- 71,934,308 2 8% 64,869,282 25%
B+ 73,735,309 2 9% 70,475,372 27%
B 78,772,588 31% 64,146,181 25%
B- 75,307,151 30% 78,122,017 3 0%
CCC+ 60,377,279 24% 39,711,363 15%
CcCC 57,589,143 22% 78,836,812 3 0%
CCC- 4,683,855 02% 2,632,201 01%
CC 17,377,051 0 7% 29,794,268 11%
C 299,250 0 0% - 00%
D 104,354,596 4 1% 71,636,571 2 7%
Non-rated 575,168,148 22 8% 698,316,245 26 8%
Total Fixed Income $ 2,529,342,265 100.0% $ 2,608,226,851 100.0%

Interest Rate Risk

Interest rate risk 1s the nisk from changes in interest rates adversely affecting the fair value of an
LASERS has no formal interest rate risk policy LASERS, as expressed in its
Investment Policy, expects its fixed income managers to approximate the portfolio’s duration (a
measure of a debt investment’s exposure to fair value changes ansing from interest rates) to within
Investments with fair values that are highly sensitive to

investment

two years of 1its respective benchmark

interest rate changes may contain terms that increase the sensitivity of their fair values

As of June 30, 2013, and 2012, the System had the following domestic and foreign debt investments

and maturities
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Investment Maturities (in Years)
Fair Value Less Greater
Type 2013 Than 1 1-5 6-10 Than 10

U.S. Agency Obligations 73,530,989 15,129,745 1,658,804 963,412 55,779,028

Corporate Bonds 710,895,824 71,030,276 225,799,402 325,758,731 88,307,415
Commercial Paper and

Other Short-term 450,126,695 450,126,695 - - .
Investments

Bond Mutual Funds 4,959,280 4,959,280 . . }

Investment Maturities (in Years)
Fair Value Less Greater
Type 2012 Than 1 1-5 6-10 Than 10

U.S. Agency Obligations 74,005,621 - - 4,710,269 69,295,352

Corporate Bonds 602,976,427 15,331,031 228,619,339 290,227,008 68,799,049
Commercial Paper and

Other Short-term 237,441,564 237 441,564 - s 5
[nvestments

Bond Mutual Funds 4,220,120 4,220,120 - - -
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6. Foreign Currency Risk

Foreign currency nsk 1s the potential nsk for loss due to changes 1n exchange rates Cash held by
the manager may be in US dollar or foreign currencies of the manager’s choice Managers may
purchase or sell currency on a spot basis to accommodate securities settlements Managers may
enter into forward exchange contracts on currency provided that use of such contracts 1s designed
to dampen portfolio volatility or to facihitate the settlement of securities transactions Currency
contracts may be utilized to either hedge the portfolio’s currency nisk exposure or in the settlement
of securities transactions

Foreign investments denominated in US currency such as Amencan Depository Receipts (ADRs)
and Yankee bonds do not carry foreign currency nsk, therefore, are not included n the tables
below LASERS portfolio contained several commingled funds subject to foreign currency risk with
aggregate fair values of $896 2 million and $818 0 muilion for the years ended June 30, 2013 and June
30, 2012, respectively LASERS Investment Guidelines, some of which are noted in Note E Cash and
[nvestments, are designed to mitigate nisk

The fair value of LASERS securities including derivative instruments held in a foreign currency at
June 30, 2013, and 2012, 1s as follows
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Currency Fair Value
Currency Global Bonds Global Stock Cash/Other Private Equity Contracts 2013

Brazilian Real 21,979,354 4,265 160,110 22,143,729

Canadian Dollar 106,565,379 235,650 74,877 106,875,906

Colombian Peso 7,242,914 (532,473) 6,710,441

uro 8,945,799 396,954,139 16,197,127 63,596,309 (261,536) 485,431,838

1

Hungarian Forint 7,331,837 7,331,837

Israeli Shekel 4,733,248 131,388 4,864,636

Malaysian Ringgit 15,848,144 15,848,144

New Taiwan Dollar 303,407 9,856 313,263

New Zealand Dollar 4,862,536 74,202 (2,470,503) 2,466,235

Norwegian Krone 8,032,381 272,124 8,304,505

Philippines Peso 1,689,893 1,689,893

Romanian Leu 913,891 913,891

Singapore Dollar 48,037,430 244,288 48,281,718

31,611,364 157,147 31,768,511

Thailand Baht 10,702,941 10,702,941
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Currency Fair Value
Currency Global Bonds Global Stock Cash/Other Private Equity Contracts 2012

5,

Brazilian Real 4,668 ' 4, 668

Canadian Dollar 103,993,477 347,701 104, 341 178

Euro 97,171,936 325,467,147 78,345,226 48,776,865 (23,452,453) 526,308,721

Israeli Shekel 4,571,992 133,144 4,705,136

Malaysian Ringgit 13,476 13,476

New Taiwan Dollar 186,522 9,885 196, 407

Norwegian Krone 7,628,085 676,255 8,304,340

Singapore Dollar 45,427,616 719,091 (101,525) 46,045,182

Swedish Krona 26,201,514 997,653 27,199, 167

=
4
2
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E. Cash and Investments

1,

Cash and Cash Equivalents

Cash and cash equivalents include cash deposited in banks Cash 1s insured by the Federal Deposit
Insurance Corporation up to $250,000, and cash equivalents are collateralized by the pledge of
government securities held by the agents in the entity’s name

Short-Term Investments

Short-term reserves may be held in U S dollar or global denominated investment vehicles available
through the System’s custodian These funds may be invested in direct US Government
obligations such as US Treasury Bills or repurchase agreements, which are fully collateralized by
1ssues of the US Treasury or any agency of the United States Government Repurchase agreement
transactions as of June 30, 2013, have underlying collateral with fair values of approximately 102%
of the cost of the repurchase agreement The agreed-upon yields for the repurchase agreements
were 25 basis points with maturity dates through July 1, 2013 LASERS had repurchase agreements
with fair values of $61,001,405 as of June 30, 2013 and $45,100,117 as of June 30, 2012 Excess cash
may also be invested in the negotiable certificates of deposit, global time deposits, global currency,
or other short-term investment vehicles designated by the Board

Investments

Louisiana state law (La RS 11 261-269) provides for the fiduciary and investment responsibilities
of LASERS La RS 11263 states that the prudent man rule shall apply to all investments of
LASERS This law specifically requires management of LASERS to exercise the judgment and care
under the circumstances prevailing that a prudent tnstitutional investor would use 1n the conduct
of an enterprise of a like character with like aims

Domestic Equity

Domestic equity purchases are hmited to publicly traded common stocks Exceptions shall be
approved by the Board in advance No single holding shall account for more than 6% of the
allowable equity portion of the portfolio at market value, or 150% of a stock’s weighting 1n the style
benchmark against which the manager 1s measured, whichever 1s larger

LASERS domestic equity portfolios are expected to be fully invested No single holding in LASERS
portfolio shall account for more than 5% of the outstanding common stock of any one corporation
No more than 10% of a manager’s domestic equity portfolio may consist of cash or cash
equivalents  Additionally, no single holding across all actively managed portfolios of an
investment management firm shall account for more than 15% of the outstanding common stock of
any one corporation

The purchase of stocks or convertibles in foreign companies which are publicly traded securites
may be held by each domestic stock manager in proportions which each manager shall deem
approprate, up to 10% of the portfolio at market value Convertible bonds, convertible preferred
stocks, warrants and rights may be purchased as equity substitutes as long as they meet the equity
guidelines histed above
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5.

International Equity

Short-term reserves may be held in US dollar-denominated, local currency securities, or
investment vehicles available through the System’s custodian Managers may purchase or sell
currency on a spot basis to accommodate security settlements Managers may enter into forward
exchange contracts on currency provided that use of such contracts 1s designed to dampen portfolio
volatility or to facihitate the settlement of securnty transactions

LASERS international equity portfolios are expected to be fully invested No more than 10% of a
manager’s international equity portfolio may consist of cash or cash equivalents Equity securities
should be 1ssued by non-US corporations, although the manager has latitude to hold US
securihes provided that such investment 1s consistent with attainment of the portfolio’s investment
objectives, and does not exceed 10% of the portfolio’'s market value American Depository Receipts
(ADRs) do not count toward this 10% limutation

The number of issues held and their geographic or industry distribution shall be left to the
investment manager provided that equity holdings in any one company (including common stock
and convertble secuntes) do not exceed 6% of the market value of the manager's portion of
LASERS portfohio Additionally, bonds of the companies i question would be included in LASERS
exposure calculation if held in the manager's portfolio

Managers with established international equity mandates may invest up to 10% of their portfolto(s)
in the emerging markets, as defined by the MSCI EM Index Managers with an emerging markets
equity mandate are expected to invest in the emerging (non-established) markets, subject to the
guidelines listed above

Domestic Core Fixed Income

Domestic core fixed income investments may include US Government and Federal Agency
obligations, corporate bonds, debentures, commercial paper, certificates of deposit, Yankee bonds,
mortgage-backed securities, and senior secured debt and other instruments deemed prudent by the
investment managers No more than 6% of the market value of LASERS domestic core fixed income
assets may be invested in the debt securities of any one 1ssuer No limitations on 1ssues and 1ssuers
shall apply to obligations of US Government and Federal Agencies

The overall average quality of each fixed income portfolio shall be rated A- or higher Issues not
rated may be purchased provided that in the judgment of the manager, they are of a quality
sufficient to maintain the average overall portfolio quality of A- or higher Non-rated 1ssues or
1ssues below investment grade (below BBB-) may be purchased up to a maximum of 15% of the
portfohio

The diversification of securihes by maturnity, quality, sector, coupon, and geography 1s the
responsibility of the manager Active bond management 1s encouraged, as deemed appropnate by
the investment managers The average duration (interest rate sensitivity) of an actively managed
portfolio shall not differ from the passive benchmark’s duration by more than two years

Investments 1n mortgage-backed securities shall have the charactenistics of fixed income securities,
and be responsive to changes in domestic interest rate changes, as well as other factors that affect
the credit markets and mortgage investments The investment managers are responsible for making
an independent analysis of the credit worthiness of securities and their suitability as investments
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for the Plan, and shall adhere to the specific investment, security, diversificaon limits, and
administrative guidelines established in the investment management agreement(s)

High-yield fixed income managers may invest up to 20% of their portfolios in non-US fixed
income securthes They shall perform careful credit analysis to mitigate losses from defaults
Investments should be diversified across sector, industry, sub-industry, and market to mitigate
losses No more than 6% of market value of the System’s high yield assets may be invested n the
debt securities of any one 1ssuer

Global Fixed Income

The global bond portfolio may hold no more than 30% of 1its assets, at market value, in the debt
secunities of any single foreign government or non-US government entity No single non-
government debt secunty shall constitute more than 6% of the global bond portfolio, at market
value Secunties 1ssued by AAA rated supranational organizations (such as the World Bank) shall
be considered to be government equivalents

Short-term reserves may be held in US dollar-denominated or local currency securites or
investment vehicles available through LASERS custodian

Managers may enter into forward exchange contracts on currency provided that use of such
contracts 1s designed to dampen portfolio volatiity rather than leverage portfolio nsk exposure
Currency contracts may be utihzed to either hedge the portfolio’s currency risk exposure or n the
settlement of securities transactions Managers may purchase or sell currency on a spot basis to
accommodate securities settlements Decisions as to the number of 1ssues held and their geographic
distribution shall be the responsibihity of the investment manager

The overall average quality of each global fixed income portfolio shall be A- or higher Non-rated
1ssues may be purchased, provided that in the judgment of the manager, they are of a quahty
sufficient to maintain the average overall portfolio quality of A- or higher Issues below investment
grade (below BBB-) and/or mortgage backed securnities may be purchased up to a maximum of 15%
of the portfolio The average duratton (interest rate sensitivity) of a global fixed income portfolio
shall not differ from the passive benchmark by more than two years

Emerging Market Debt

The emerging markets debt portfolio may hold no more than 15 times the passive benchmark
weight, at market value, 1n the debt securities of any single sovereign entity The portfolio may hold
up to 15% in securities not issued by benchmark countries The portfolio may hold up to a
combined allocation of 20% 1n non-benchmark inflahion-hinked bonds and corporate debt securities
Investments should be diversified across sovereign 1ssuers and markets to mutigate losses from
defaults

Managers may enter into forward exchange contracts on currency provided that use of such
contracts 15 designed to dampen portfolio volatihity rather than leverage portfolio nsk exposure
Currency contracts may be utilized to either hedge the portfolio’s currency rnisk exposure or in the
settlement of securihies transactions Managers may purchase or sell currency on a spot basis to
accommodate securities settlements Decisions as to the number of 1ssues held and their geographic
distribution shall be the responsibility of the investment manager
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The overall average quality of each portfolio shall be BBB- or higher Non-rated issues may be
purchased provided that in the judgment of the manager, they are of a quality sufficient to maintain
the average overall portfolio quality of BBB- or higher The modified duration (interest rate
sensitivity) of an emerging markets debt (local currency) portfolio shall not differ from the passive
benchmark by more than three years

Derivatives

Durning the fiscal years ended 2013 and 2012, the System invested in collateralized mortgage
obligations (forms of mortgage-backed securities), foreign exchange currency contracts, futures,
options, warrants, rights, and a Synthetic Guaranteed Investment Contract (SGIC) The System
reviews market value of all secunties on a monthly basis Dernivative securities may be held in part
to maximize yields and in part to hedge against a rise in interest rates The fair value of rights and
warrants are determined based upon quoted market prices For the years ending June 30, 2013, and
June 30, 2012, the denvative instruments held by the System were considered investments and not
hedges for accounting purposes The term hedging, as it 1s used elsewhere 1n the notes to these
financial statements, denotes an economic activity and not an accounting method Investments in
iimited partnerships and commungled funds may include derivatives Interest rate risk, credit rate
risk, and foreign currency nisk associated with derivatives are included on their respective tables in
Note D Deposits and Investment Risk Disclosures

a. Collateralized mortgage obligations (CMOs) are bonds that are collateralized by whole loan
mortgages, mortgage pass-through securities, or stnpped mortgage-backed securnities Income
1s derived from payments and prepayments of principal and interest generated from collateral
mortgages Cash flows are distributed to different investment classes or tranches 1n accordance
with that CMOs established payment order Some CMO tranches have more stable cash flows
relative to changes in interest rates than others that can be signuficantly sensitive to interest rate
fluctuations In a dechining interest rate environment, some CMOs may be subject to a
reduction In interest payments as a result of prepayments of mortgages which make up the
collateral pool Reductions 1n interest payments cause a decline in cash flows and, thus, a
decline 1in market value of the CMO securnity Rising interest rates may cause an increase 1n
interest payments, thus an increase 1n the value of the security

b Synthetic Guaranteed Investment Contract (SGIC) 1s an investment for tax-qualified, defined
contribution pension plans consisting of two parts an asset owned directly by the plan trust
and a wrap contract providing book value protection for participant withdrawals pnor to
maturity LASERS maintains a fully benefit-responsive synthetic guaranteed nvestment
contract option for members of the Optional Retirement Plan and the Self-Directed Plan The
investment objective of the SGIC 1s to protect members from loss of their original investment
and to provide a competitive interest rate LASERS Stable Value Fund had fair values of $402 8
million and $366 4 million for the fiscal years ended June 30, 2013, and 2012, respectively Fair
values of this fund exceeded the values protected by the wrap contract by $3 7 mullion and $15 8
mullion for the fiscal years ended June 30, 2013, and 2012, respectively The counterparty rating
for the wrap contract was AA

¢ Futures contracts are standardized, exchange-traded contracts to purchase or sell a speafic
financial instrument at a predetermined price  Gains and losses on futures contracts are settled
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daily based on a notional (underlying) principal value and do not involve an actual transfer of
the specific instrument. The exchange assumes the risk that the counterparty will not pay and
generally requires margin payments to mimimize such nsk Futures are used primarily as a tool
to increase or decrease market exposure to various asset classes

d A currency forward 1s a contractual agreement between two parties to pay or receive specific
amounts of foreign currency at a future date in exchange for another currency at an agreed
upon exchange rate Forwards are usually transacted in the over-the-counter market These
transactions are entered into tn order to hedge risks from exposure to foreign currency rate
fluctuation They are entered into with the foreign exchange department of a bank located 1n a
major money market Recognition of realized gain or loss depends on whether the currency
exchange rate has moved favorably or unfavorably to the contract holder upon termination of
the contract Prior to termination of the contract, the System records the unrealized translation
gain or loss Forward commitments are not standardized, and carry counterparty rnsk
Counterparty nisk ratings from forwards for the years ended June 30, 2013, and June 30, 2012,
ranged from ratings of AA- to A-

e Option contracts provide the option purchaser with the right, but not the obligation, to buy or
sell the underlying security at a set price during a period or at a specified date The option
writer 1s obligated to buy or sell the underlying security 1if the option purchaser chooses to
exercise the option

The following tables represent the fair value of all open currency, futures, and options contracts at
June 30, 2013, and 2012
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11.

Change in Fair Value 2013 Fair Value at June 30, 2013

Derivative eras . U .
Type Classification Gainf{Loss)  Classification Amount Notional
Foreign
Exchange [nvestment
Contracts Net Appreciation ] 487,679 Proceeds $ 1599320 $ 28,289,176
Commodity Alternative
Futures Net Depreciation (4,489,378) Investments (5,015,261) 126,471,374
Alternative
Option Net Appreciation 1,712,500 Investments 3,062,500 N/A
Change in Fair Value 2012 Fair Value at June 30, 2012
Derivative
Classification Gain/(Loss)  Classification Amount Notional
Type
Foreign
Exchange Investment
Contracts Net Appreciation ~ $ 1,556,231 Proceeds $ 1,111,641 §$ 75747343
Commodity Alternative
Futures Net Depreciahon (525,881) Investments (525,881) 130,921,552
Real Estate

LASERS has no current allocation to Real Estate There remains one real estate imited partnership
that 1s in the process of iquidation

Alternative Investments

Investments 1n alternatives include, but are not himited to, private equity, absolute return (hedge
funds), and real assets Investment strategies may include buyouts or corporate restructuring,
venture capltal, secondary investments, distressed secunties, mezzanine 1nstruments, energy and
natural resources, and any other special situation

LASERS endeavors to systematically commut additional funds to this asset class over time as 1t
becomes under-represented relative to the LASERS target asset allocation LASERS attempts to
commut up to 200% of 1ts target weighting to private equity investments to help ensure that the
funded portion of the investments approximates the target allocation.

The Board of LASERS recognizes that alternative assets are potentally more nsky than other
investments of the System As such, extra care 1s taken 1n evaluating and fully understanding all
aspects on an alternative investment opportunity
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12.

No more than 25% of the alternative asset investment allocation may be invested with a single
manager, general partner, or single fund, with the exception of a fund-of-funds Preference will be
given to those funds where the general partner 1s contributing at least 1% of the total fund All
investments must have a mechanism for exit

LASERS had the following unfunded commutments as of June 30, 2013 and 2012

2013 2012
Unfunded Commitments
Denominated in US Dollars $ 842,085,687 $ 715,318,547
Denominated in Euros 57,531,427 67,560,455
Total Unfunded 899,617,114 782,879,002
Funded Commitments
Denominated in US Dollars 1,801,315,101 1,638,082,241
Denominated in Euros 59,401,152 46,280,286
Total Funded 1,860,716,253 1,684,362,527
Total Commitments $2,760,333,367 $2,467,241,529

The dollar amounts representing Euros are subject to fluctuations based on changes in exchange
rates

Global Tactical Asset Allocation

Global Tactical Asset Allocation (GTAA) 1s a top-down investment strategy that attempts to exploit
short-term mis-pricings among a global set of assets The strategy focuses on general movements in
the market rather than on performance of individual securities This portfolio 1s managed n a
commingled format As such, LASERS investment guidelines do not apply The commingled
fund’s guidelines are broadly similar to LASERS and shall take precedent

Securities Lending Program

State Statutes and the Board’s policies permut the system to make short-term collateralized loans of
its secunities to broker-dealers and other entities 1n order to earn incremental income LASERS has
contracted with its custodian, BNY Mellon, to lend domestic and international equity and debt
securihes The majortty of security loans can be termunated on demand by either LASERS or the
borrower Collateral in the form of cash or other securities 1s required for 102% of the fair value of
domestic or sovereign debt, and 105% of the fair value of international secunties excluding
sovereign debt loaned Since the majority of the loans are terminable at will, their duration does
not generally match the duration of the investments made with the cash collateral

Due to disruptions 1n the credit markets beginning 1n the fall of 2008, prices of several securities
experienced declines At June 30, 2012, LASERS had an approximate $11 9 mullion payable to BNY
Mellon due to losses on Lehman Bonds During fiscal year 2013, $7 0 mullion in secunity lending
income has been apphed bringing the balance owed BNY Mellon to $4 9 mulhon At June 30, 2013
and June 30, 2012, amounts payable to BNY Mellon were reported as trade payables and other
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accrued habilites The unrealized loss in the cash collateral pools decreased from an unrealized
loss of $9 5 mullion at June 30, 2012, to an unrealized loss of $8 1 mullion at June 30, 2013

LASERS 1s not permitted to pledge or sell collateral securities unless a borrower defaults The
System did not impose any restrichons during the fiscal year on the amount of the loans that BNY
Mellon made on its behalf, and BNY Mellon indemnified the System by agreeing to purchase
replacement securnties, or return cash collateral in the event a borrower failed to return a loaned
securnity or pay distributions thereon There were no such failures by any borrower to return loaned
secunties or pay distnbutions thereon during the fiscal year

On June 30, 2013, the System had no credit nisk exposure to borrowers because the amounts the
System owed the borrowers exceeded the amounts the borrowers owed the System The market
value of securities on loan totaled $944,428,403 and $918,035,116 for the years ended June 30, 2013,
and 2012, respectively

Other Postemployment Benefits (OPEB)

. Plan Description

The Office of Group Benefits (OGB) 1s an agent multiple-employer postemployment healthcare plan
that covers retired employees of the State, as well as school boards and various other non-state
employers OGB provides health and life insurance benefits to eligible retirees, their spouses, and
their dependents La RS 42801-883 assigns the authonty to establish and amend the benefit
provisions of the plan to the state legislature OGB does not 1ssue a publicly available finanaal
report of the OPEB Plan, however, 1t 1s included in the Louisiana Comprehensive Annual Finanaal
Report (CAFR) A copy of the CAFR may be obtained on the Office of Statewide Reporting and
Accounting Policy’s website at www doa la gov/gsrap

. Funding Policy

La RS 42 801-883 assigns the authority to establish and amend the benefit provisions of the plan to
the State Legislature Retired plan members and beneficiaries currently receiving benefits are
required to contribute specified amounts monthly toward the cost of health insurance premuums

Summary of Plan Provisions:

Employees hired before January 1, 2002 pay approximately 25% of the cost of coverage (except
single retirees under age 65 pay approximately 25% of the active employee cost) Total annual per
capita medical contribution rates for 2012-2013 are shown in the following tables
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Employees hired on or after January 1, 2002 pay a percentage of the total contribution rate upon
retirement based on the following schedule

State Retiree
Contribution Contribution
Service Percentage Percentage
Under 10 years 19% 81%
10-14 years 38% 62%
15-19 years 56% 44%
20+ years 75% 25%

Total monthly per capita premium rates as of January 1, 2013 are as follows

CDHP w/
PPO HMO HSA MHHMO
Active
Single 57592 $ 54412 447 08 $ 53628

$ $
With Spouse $ 122328 $ 1,155 56 $ 94956 $1,122 20
With Children $ 702 40 $ 66356 $ 54544 $ 65096
$ $

Famuly 1,290 16 $1,21868 1,001 40 $ 1,182 64

Retired No Medicare & Re-employed Retiree

Single $ 1,07148 $1,01548 N/A $ 98456
With Spouse $ 1,89204 $ 1,793 08 N/A $1,727 36
With Children $ 1,19348 $1,13120 N/A $1,09508
Famly $ 1,88284 $ 1,784 48 N/A $1,719 04
Retired with 1 Medicare
Single $ 34844 $ 33596 N/A $ 330.36
With Spouse $ 1,287 40 $1,227 80 N/A $1,180 04
With Chuldren $ 60308 $ 57792 N/A $ 56076
Famuly $ 1,715332 $1,63428 N/A $ 1,567 36
Retired with 2 Medicare
With Spouse $ 62632 $ 60220 N/A $ 58164
Famuly $ 77548 $ 74560 N/A $ 71664
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Medicare Supplement Rate

All members who retire on or after July 1, 1997 must have Medicare Parts A and B 1n order to
quahfy for the reduced premium rates The monthly premium rates for the Medicare supplement
plans for retirees are as follows

2013 2012
Retired With Retired With
1 Medicare 2 Medicare 1 Medicare 2 Medicare
Humana PPO $ - % - $ 150 $ 300
Humana HMO $ - $ - $ 156 $ 312
Peoples Health HMO  § 234 $ 468 $ 167 $ 334
Vantage HMO $ 184 $ 369 $ 279 $ 558
United Healthcare PPO % - $ - $ 214 $ 428

Life Insurance Premiums

Effective January 1, 2013, retirees pay $0 52 for each $1,000 of personal life insurance and $0 98 for
each $1,000 of spousal hfe insurance Prior to that date, retirees paid $0 50 for each $1,000 of
personal life insurance and $0 88 for each $1,000 of spouse life insurance

. Annual OPEB Cost and Net OPEB Obligation

The State 1s required to contribute the annual required contribution (ARC) of the employer, an
amount actuanially determined in accordance with the parameters of GASB 45 The ARC
represents a level of funding that, if paid on an ongoing basts, 1s projected to cover normal cost each
year and amortize any unfunded actuarial habilities (or funding excess) over a period not to exceed
30 years The current ARC rate 1s 14 8% of annual covered payroll At June 30, 2013, and 2012,
annual OPEB costs and net OPEB obligations were

2013 2012
Annual Required Contribution $ 962,600 $ 961,900
Interest on OPEB Obhgation 275,656 250,503
Adjustment to Annual Required Contribution (255,502) (212,753)
Annual OPEB Cost (Expense) 982,754 999,650
Contributions Made (350,871) (378,650)
Increase in Net OPEB Oblgation 631,883 621,000
Net OPEB Obhgation Beginning of Year 6,883,570 6,262,570
Net OPEB Obligation End of Year $ 7,515,453 % 6,883,570

For fiscal year 2013, LASERS net OPEB obligation of $7,515,453 1s included in Trade Payables and
Other Accrued Liabilities in the Statements of Plan Net Positton and annual OPEB cost (expense) of
$982,754 1s separately reported in the Statements of Changes in Plan Net Position The annual
OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB
obligation for fiscal years 2013, 2012, and 2011, are as follows
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Percentage of

Fiscal Year Annual OPEB Annual OPEB Net OPEB
Ended Cost Cost Contributed Obligation
6/30/2011 $ 1,310,517 23 9% $ 6,262,570
6/30/2012 $ 999,650 37 9% $ 6,883,570
6/30/2013 $ 982,754 35 7% $ 7,515,453

Funded Status and Funding Progress: The funding status of the plan as of June 30, 2013, was as
follows

Actuarial
Actuarial  Actuarial Accrued UAALasa
Valuation  Value of Liability Unfunded  Funded Covered Percentage of
Date Assets (AAL) AAL (UAAL) Ratio Payroll Covered Payroll
(a) (b) (b-a) (a/b) (© [(b-a)/c]
7/1/2011 $ - % 11,869,800 $ 11,869,800 00% $ 6,693,100 177 3%
7/1/2012 $ - % 12,659,600 $ 12,659,600 00% $ 6,507,600 194 5%

Actuanal valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future Examples include
assumptions about future employment, mortality, and the healthcare cost trend Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future The Schedules of Funding Progress, presented as
required supplementary informaton following the Notes to the Financial Statements, present the
current year’s funding status, and presents mult-year trend information that will show whether the
actuarial value of plan assets 1s increasing or decreasing over time, relative to the actuarial accrued
habulities for benefits Fiscal year 2008 was the implementation year of OPEB for LASERS

. Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan
as understood by the employer and plan members), and include the types of benefits provided at
the time of each valuation, and the historical pattern of sharing of benefit costs between the
employer and plan members to that point The actuarial methods and assumptions used nclude
techniques that are designed to reduce short-term volatility in actuanal accrued habilities, and the
actuanal value of assets, consistent with the long-term perspective of the calculations

In the July 1, 2012 actuanal valuation, a projected unit credit cost method was used The actuanal
assumptions included a 4 0% investment rate of return (net of administrative expenses), an inflation
rate of 30%, and an annual healthcare cost trend rate of 8 0% for pre-Medicare and 6 0% for
Medicare-ehigible participants mnttially, reduced by decrements to an ultimate rate of 45% The
valuation utihized participant data supplied by OGB, the State Payroll System, and the various state
retirement systems Projected claim costs were determined by combining trended claims data,
actual capitation rates, and actual vendor fees LASERS unfunded actuanal accrued hability 1s
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being amortized using both a level dollar amount and a level percent of pay over an open
amortization period of 30 years, the maximum amortization period allowed by GASB 45

H. Subsequent Events

The State of Louisiana 1s scheduled to complete the privatzation of several state agencies by
September 2013 which 1s expected to reduce the state workforce by approximately 3,000 employees

The financial statements and actuarial valuation do not reflect the smpact of the scheduled
reduction in workforce
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Required Supplementary Information
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Schedules of Funding Progress for LASERS
For the Six Years Ended June 30, 2013
(Dollar amounts in thousands)

Actuarial UAALasa

Actuarial Accrued Unfunded Percentage

Actuarial  Value of Liability AAL Funded  Covered  of Covered
Valuation Assets (AAL) (UAAL) Ratio’ Payroll Payroll
Date (a) (b) (b-a) (a/b) (@ [(b-a)/c]
6/30/2008 $ 9,167,170 $ 13562214 $ 4,395,044 67 6% $ 2,436,956 180 3%
6/30/2009 $ 8499662 $ 13986847 $ 5487185 60 8% $ 2,562,576 214 1%
6/302010 & 8512403 $ 14764015 $ 6,251,612 577%  $ 2,546,457 2455%
6/302011 & 8763101 $ 15221,055 $ 6,457,954 57 6% $ 2,408,840 268 1%
6/30/2012 $ 9026416 $ 16,157,898 $ 7,131,482 55 9% $ 2,341,703 304 5%
6/30/2013 % 9749323 $ 16,182,195 $ 6,432,872 60 2% $ 1,951,988 329 6%

The total actuanal accrued hability determined using the Projected Unit Credit cost method increased by
$24,297,075 from June 30, 2012, to June 30, 2013 There was an investment gain of $304,147,279, and an
additional net investment gain of $170,210,294 due to a change in the asset valuation There was an
experience gain from sources other than investments of $446,200,859 A portion of the increase 1n assets
due to investment earnings was allocated to the Experience Account rather than to reduce the unfunded
actuarial accrued hability

Schedules of Employer Contributions
For the Six Years Ended June 30, 2013

Actuarial

Required Actual Percent
Date Contribution Contribution Contributed
2008 $ 456,741,202 $ 526,484,759 115 3%
2009 $ 492,402,961 $ 487,353,901 99 0%
2010 $ 585,268,922 $ 491,237,641 83 9%
2011 $ 678,123,319 $ 558,183,107 82 3%
2012 $ 713,971,279 $ 637,285,920 89 3%
2013 $ 752,809,646 $ 649,029,708 86 2%

Analysis of the percentage contributed over a period of years will give a relative indication of the funding
progress for the habilities of the Louisiana State Employees’ Retirement System

'For the years ended June 30, 2008, through June 30, 2009, the funded ratio referenced takes into account the mitial unfunded
accrued hability account (IUAL) and the Employer Credit Account which 1s not the same funded ratio used in determining the
projected employer contribution rate
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Schedules of Funding Progress for OGB OPEB Trust

For the Six Years Ended June 30, 2013

Actuarial UAALasa

Actuarial Accrued Percentage

Actuarial Value of Liability Unfunded Funded Covered of Covered
Valuation Assets (AAL) AAL (UAAL)  Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (0 [(b-a)/c]
7/1/2007 $ $ 19,690,300 $ 19,690,300 00% $ 5,822,128 338 2%
7/1/2008 $ $ 23,055,800 $ 23,055,800 00% $ 6,633,000 347 6%
7/1/2009 $ $ 18,281,800 $ 18,281,800 00% $ 6,919,500 264 2%
7/1/2010 $ $ 15,919,500 $ 15,919,500 00% $ 6,862,200 232 0%
7/1/2011 $ $ 11,869,800 $ 11,869,800 00% $ 6,693,100 177 3%
7172012 % $ 12,659,600 $ 12,659,600 00% $ 6,507,600 194 5%
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Schedules of Administrative Expenses

For the Years Ended June 30, 2013 and 2012

Administrative Expenses:

Salaries and Related Benefits
Travel Expenses

Operating Services
Professional Services
Acquisitions

Total Administrative Expenses

2013 2012
$ 12,054,907 $ 11,648,027
146,852 126,993
3,121,904 3,093,364
482,290 579,349
101,646 52,430
$ 15,907,599 $ 15,500,163
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Schedules of Investment Expenses

For the Years Ended June 30, 2013 and 2012

Investment Activities Expenses:

Alternative Investment Expenses
Alternative Manager Fees
Profit Sharing Fees
Total Alternative Investment Expenses

Investment Management Expenses
Investment Manager Fees
Profit Sharing Fees
Investment Consultant Fees
Research and Data Services
Investment Performance Management
Global Custodian Fees

Total Investment Management Expenses

Total Investment Expenses

2013 2012
$ 31,523,780 $ 28,805,893
1,874,038 5,786,439

$ 33,397,818

$ 34,592,332

$ 23,565,210

$ 20,948,026

56,353 61,931
634,167 609,167
314,088 305,577
176,228 176,028
141,861 149,001

$ 24,887,907 $ 22,249,730

$ 58,285,725

$ 56,842,062
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Schedules of Board Compensation
For the Years Ended June 30, 2013 and 2012

2013 2012
Number of Number of

Board of Trustees Meetings Amount Meetings Amount
Thomas Bickham' 11 $ - 13 $ -
Connie Carlton 23 1,725 25 1,875
Charles Castille 0 - 8 600
Beverly Hodges® 24 1,800 20 1,500
William Kleinpeter 19 1,425 6 450
Janice Lansing 21 1,575 20 1,500
Barbara McManus 22 1,650 21 1,575
Susan Pappan1 0 - 7 -
Lori Pierce’ 9 - 21 -
Sheryl Ranatza' 0 - 10 450
Kathy Singleton 22 1,650 20 1,500
Shannon Templet 21 1,575 10 750
Total Compensation m m

! Board member chose not to receive per diem for all or part of their term

2 Board member chose to have per diem paid directly to their employer agency



Schedules of Professional/Consultant Fees
For the Years Ended June 30, 2013 and 2012

2013 2012
Accounting and Auditing
Duplantier, Hrapmann, Hogan & Maher, LLP $ 46,088 $ 37,940
Actuary
Foster & Foster, Inc 82,200
Hall Actuarial Associates 37,000 37,000
S} Actuarial Associates 85,640 183,565
Legal Fees
Avant & Falcon 1,400 7,963
Klausner, Kaufman, Jensen, & Levinson 7,188 57,489
Lowenstein Sandler 40,992 51,671
Roedel Parsons Koch Balhoff & McCollister 10,688 7,945
Tarcza & Associates, LLC 62,967 32,478
Disability Program
Physician and Other Reviews 106,633 139,524
Other Professional Services
Election Service Corporation - 20,262
Firefly Digital, Inc - 2,700
Other Non-Consultant Professionals 1,494 812
Professional Service/Consultant Fees $ 482,290 $ 579,349
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LASERS

Contact Information
Location: 8401 United Plaza Bivd, - Baton Rouge, LA 70809
Mailk: PO. Box 44213 - Baton Rouge, LA 708044213
Phone: (toll-free) 800.256.3000 - (local) 225 922 0600
Web: wwwlasersonline.org

This public document was published at a total cost of $21.96 each. Forty (40) copies of this public document
were published in this first printing at a cost of $878 47 The total cost of all pnintings of this document,
including reprints 1s $70560 This document was published by the Louisiana State Employees’ Retirement
System, P O Box 44213, Baton Rouge, LA 70804-4213, to disseminate plan benefit information to its members
and to Louisiana policymakers under authonty of La R.S. 11 511 et seq This material was printed 1n accordance
with the standards for printing by state agencies established pursuant to La RS 43 31 Pnnting of this matenal
was purchased in accordance with the provisions of Title 43 of the Louisiana Revised Statutes
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